Debt Service Fund

Debt service is not an organizational unit. It is an expense to the County for principal and interest payments on financing
mechanisms which include: genera obligation bonds, revenue bonds issued through the Virginia Resource Authority, lease-purchase
arrangements and loans from the School Literary Fund.

Pursuant to the Congtitution of the Commonwealth of Virginiaand the Public Finance Act, a County in Virginiais authorized to issue
genera obligation bonds secured by a pledge of its full faith and credit. For the payment of principal and interest on such bonds, the
governing body of the County is authorized and required to levy on al taxable property within the County such ad valorem taxes as
may be necessary. The issuance of general obligation bonds must have been approved by public referendum, unless such bonds are
issued to certain State authorities. In the Commonweslth of Virginia, there is no statutory limitation on the amount of debt the
County may incur. It should be noted that the County is restricted (by its own policies) to borrowing no more than 3% of its assessed
value of taxable real and personal property.

Debt service expenditures result from total debt being issued by the County for both School and General Government capital projects
in the Capital Projects Fund, School Fund, and/or Capital Asset Replacement Fund. These expenditures are typically offset by
interest earnings, proceeds from lease-purchase financing transferred from the School Fund or General Fund, and/or use of various
fund balances. Debt service expenditures and the amount of local tax funding required to offset these expenditures for FY 07 are
projected to increase by 8% over what were adopted for FY 06.

The debt expenditures for new schools increases by an average of 6.6% annually through FY 2012 when the annual debt service costs
for schools reaches $137.1 million. Debt expenditures for General Government projects increase by an average of 28.2% annually
through FY 2012 with the largest expenditure occurring in FY 12 at $52.1 million.

Loudoun County, Virginia

Table 1.—Projected Expenditures and Revenue Sour ces
FY 02 FY 03 FY 04 FY 05 FY 06 FY 07
Adopted Adopted Adopted Adopted Adopted Adopted

County $10,618,965 | $13,738,728 $10,548,629 $13,203,962 $15,144,365 19,347,650

Schools $48,401,105 [ $60,237,501 $73,743,304 $83,102,576 $97,552,825 102,592,790

Total, expenditures $59,020,070 | $73,976,229 $84,291,933 $96,306,538 $112,697,190 121,940,440
Revenues:

Interest earnings $2,400,000 $1,100,000 $1,100,000 $1,100,000 $1,100,000 1,100,000

Transt Bus Service — $463,000 $527,159 668,419

Total, revenues $2,400,000 $1,100,000 $1,100,000 $1,100,000 $1,100,000 1,768,419

Use of fund balance $5,000,000 | $12,500,000 $16,939,321 $26,300,000 $27,274,551 23,769,732

Local tax funding $51,620,070 | $60,376,229 $66,252,612 $68,443,538 $83,795,480 96,402,289
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Debt Service Fund

Table 2. —Impact on Future Debt Ratios illustrates the following information based on the assumption that the Board of Supervisors
will approve the debt issuance for al capital projects that are found in the proposed capital improvement program and capital asset
replacement fund, in addition to the continued payment of debt service for old projects and other |oan obligations. It illustrates the
beginning tax supported debt for this six year period which is increased by the new debt issued and reduced by the total amount of
retired debt for old and new projects. The table also depicts vital demographic and economic indicators for Loudoun County that are
necessary in outlining and assessing the community’s ability to retire and issue new debt. The bond rating agencies, as one of many
indicatorsin analyzing ajurisdiction’s credit worthiness and financial security, use the following debt ratios:

debt per capita

debt to estimated income
debt to per capitaincome, and
debt service to expenditures

E SN o

In an effort to maintain fisca restraint and control, the Board of Supervisors has established guidelines for each of these debt ratios.
These guides are found in parentheses next to each of the four debt ratiosin Table 2.

The Board established an affordability index as part of its approved County Fiscal Policies. This index is a debt capacity tracking
method for determining the County’s ability to pay its current and future debt burdens. The ceilings for each year are determined
using an average weighted comparison of the amount of debt that would have to be eliminated to maintain three of the four debt ratio
ceilings established by the Board. The three ratios and applied weights used for this index are the following: debt per capita (20%),
debt to estimated value (45%), and debt to per capita income (35%). Figure 5 illustrates the affordability index and its Board
established ceiling.

The Board has established an annua debt issuance guideline for the six-year capita planning period. The origina guideline,
adopted in FY 05, had a beginning debt issuance ceiling of $200 million in FY 05 with a gradual decrease in debt issuance to $125
million per year by the end of the five years of the plan. Amendment of that guideline to maintain the debt issuance ceiling at $200
million per year for all years was adopted by the Board of Supervisors during the FY 07 budget process and the revised debt ceiling
was gpplied for the FY 07-12 CIP. The $200 million debt issuance ceiling was discussed with the three major rating agencies
before it was proposed. The debt capacity guidelineisillustrated in Figure 6.

Table 2 does not show debt service that will be associated with the Dulles Rapid Transit Rail Project anticipated to begin in fiscal
year 2010. Loudoun County’s projected share of the cost for the Dulles Rapid Transit Rail Project is $168 million. Pledge bonds are
proposed to fund Loudoun’s share secured with BPOL tax revenues set asidein FY 10— FY 12.
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Loudoun County Capital Improvement Program
Impact on Future Debt Ratios (1)

FY 07 FY 08 FY 09 FY 10 FY 1] FY 12

Beginning Net Tax Supported Debt $917,423,741  $1,039,508,960 $1,128,028,637 $1,192,089,843  $1,260,383,843  $1,306,828,227
New Debt Issued (2) 199,500,060 177,885,000 167,230,000 174,150,000 163,420,000 188,820,000
Retired Debt (Old) 77,414,781 74,755,323 76,118,794 64,221,000 59,520,616 54,914,452
Retired Debt (New) 0 14,610,000 27.050,000 41,435,000 57,655,000 69,255,000
Ending Net Tax Supported Debt $1,039.508,960  $1,128.028637 §$1,192,089.843  $1,260,583,843  $1,306,828,227 §1,371,478,773
Population (3) 278,778 291,896 305,014 318,132 331,250 344,368
Public Schoeol Enrollment (4) 50,740 54,451 58,098 61,861 63,752 69,708
Estimated Property Value

(in Miltions) (5) 863,171 $65.671 $76,171 $82,671 £89.171 $95,671
Per Capita Income {6) $51.175 $53.570 $56,098 $58,768 $61.530 564,422
Expenditures {in Thousands) (7} £1,900,000 $2,185,000 $2.513.000 $2,850,000 $3,323,500 $3,822.025
Debt Service $121,940,440 $140,684,773 $159,253,271 $165,705,310 $179.476,701 $189,217,745
Debt Per Capita ($2,500} §3.729 $3,864 $3,908 $3,962 $3,945 $3,983
Debt to Estimated Value (3.0%) 1.65% 1.62% 1.57% 1.52% 1.47% [.43%
Debt to Per Capita Income (7.5%) 7.29% 1.21% 6.97% 6.74% 6.41% 6.18%
Debt Serviee to Expenditures (10.0%) 6.42% 6.44% 6.34% 5.73% 5.40% 4.95%
Note: Numbers in parentheses represent generally accepted, or fiscal policy target ratios,
Maximum Outstanding Overlapping Debt Allowed Per Fiscal Policy Guidelines:

196 of Assessed Property Value $631,710,000 $696,710,600 $761,710,000 $826,710,000 £891,716,000 $956,710,000

{1) Debt includes appropriation based capital lease obligations. Does not inchude revenue bonds.
(2) 1ssued debt retirement rate assumes 20 year maturity on general obligations and capital lease obligations (level principal),
{3) Estimated population provided by the Department of Economic Development.
{4) Public school enroliment from the Schoo! Board Adopted Capital Improvements Program.
(5} Estimated property velue provided by the Depariment of Management and Financial Services, and the

Commissioner of the Revenue is an estimate of the fair market vaiue of all taxable real and personal property

in the County, exclusive of fair market deferrals resuiting from Reat Property Land Use Assessments

{non-taxable base), as of January | for each Fiscal Year ending Fune 30.
{6) Estimated per capita income provided by the Department of Economic Development.
(7) Estimated expenditures provided by the Department of Management and Financial Services.
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Debt Service Fund

The following charts display the four debt ratios respectively for the six projected fiscal yearsin comparison to the Board established
ceilings and thefifth chart reflects the Board' s established affordability index.

Debt per capita —The Board's guideline for debt per capita ($2,500) is breached throughout the six-year debt issuance schedule.
For information purposes Figure 1 indicates what the Board's ceiling would be if adjusted annually by the Consumer Price Index
(CPI) rate of inflation.

Figure 1. -- Debt per Capita
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Debt to estimated value - The Board's guideline for debt to estimated value (3.0%) remains intact for the entire period of the debt

issuance schedule.
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Figure 2. -- Debt to Estimated Value
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Debt to per capitaincome —The Board's guideline for debt per capitaincome (7.5%) is breached for every year after FY 07 of the

debt issuance schedule.

Loudoun County, Virginia

Figure 3. -- Debt to Per Capita Income
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Debt Service Fund

Debt service as a percentage of expenditures —The Board's guideline for debt service as a percentage of expenditures (10%)

remains intact for the entire period of the debt issuance schedule.

Figure 4. -- Debt Service as a
Percentage of Expenditures
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Affordability Index —The Board' s affordability index guideline remainsintact for the entire period of the debt issuance schedule.

Loudoun County, Virginia

Figure 5. -- Affordability Index ($M)
(weighted avg comparison)
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Debt Service Fund

Debt Capacity —The Board' s debt capacity guideline remainsintact for the entire period of the debt issuance schedule.

Debt Capacity
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